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122. FINAL BUDGET 2012/2013 MEDIUM TERM INCOME AND EXPENDITURE 
FRAMEWORK; (MTREF^: 

(Directorate: Budget and Treasury Office) (5/l/l)(20I2/2013X35793) 

1. STRATEGIC THRUST 

The Budget is the most important strategic planning document of the Council which will 
guide and determine the day to day actions necessary for the delivery of Municipal 
services to the Community. 

Financial viability is the first priority in the IDP process and has an objective to practice 
sound and sustainable financial management. This is a responsibility of all managers of 
Council and will determine the continuous viability of the organisation. 

2. PURPOSE OF THE REPORT 

The requirements for the compilation and submission of the Budget are contained in 
Chapter 4 of the MFMA and Municipal Budget and Reporting Regulations. 

The purpose of submitting the 2012/13 budget (o council is to consider the Income and 
expenditure per category approve the tariffs to realise the budgeted income and to inform 
council about the limitations regarding the budget. The 2012/2013 to 2014/2015 MTREF 
— is attached as Annexurc A. (Pages 6 - 168) 

3 EXECUTIVE SUMMARY 
3.1 Background 

The budget process started in August 201 1 when the IDP and budget plan was approved 
by Council. The budget received from directorates every year exceeds the available funds 
with two to three times and is proof that the needs of the community will always exceed 
the available funding. The only way to addiess this shortfall is to increase tariffs and or to 
cut back on expenditure 

The Council approved the draft budget and budget related on the 28 march 2012 per 
Council resolution no. 

The local government Municipal systems act (LGMSA), chapter 4 deals with the 
community participation. Section )^l)(a) and (iv) stipulate that a municipality must 
encourage, and create conditions for , the local community to participate in the affairs of 
the municipality, including in the preparation, implementation aiid review of its 
Integrated Development Plan and preparation of its budget. 

The draft budget was subjected to public participation and the following are amongst other 
issued raised that are accommodated in the budget forming part of the IDP: 

♦ Electricity Supply 

• Water supply 
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• Storm water drainage 

• Water yard connections 

• Free basic water and electricity 

• Sanitation and replacement of sewer pipes 

• Cemeteries 

• Upgrading of internal roads 

• Roads construction 

• Write off of irrecoverable debts 

• Request for availability of land: Construction of RDP houses 

Section 22 of the MFMA also stipulates that immediately after an annual budget is tabled 
in a municipal Council the accounting officer must make public the annual budget and 
documents. 

The main challenges experienced during the compilation of the 2012/13 MTREF can be 

summarised as follows: 

• The ongoing difficulties in the national and local economy; 

• Aging and poorly maintained water, roads and electricity infrastructure; 

• The need to reprioritise projects and expenditure within the existing resource 
envelope given the cash flow realities and declining cash position of the municipality; 

• The increased cost of bulk water and electricity (due to tariff increases fixim Rand 
Water, Magalies water and Eskom), which is placing upward pressure on service 
tariffs to residents. Continuous high tariff increases are not sustainable - as there will 
be point where services will no-longer be affordable; 

• Wage increases for municipal staff, as well as the need to fill critical vacancies; 

The following budget principles and guidelines directly informed the compilation of 

the 2012/13 MTREF; 

• The 2011/12 Adjustments Budget priorities and targets, as well as the base line 
allocations contained in that Adjustments Budget were adopted as the upper limits 
for the new baselines for the 2012/13 annual budget; 

• Intermediate ser\'ice level standards were used to inform the measurable 
objectives, targets and backlog eradication goals; 

• Tariff and property rate increases not exceeding inflation as measured by the CPI, 
except where there are price increases in the inputs of services that are beyond the 
control of the municipality, for instance the cost of bulk water and electricity, in 
addition, tariffs need to remain or move towards being cost reflective, and should 
take into account the need to address infrastructure backlogs; 

• There w'ill be no budget allocated to National and Provincial funded projects 
unless the necessary grants to the municipality are reflected in the National and 
Provincial budget and have been gazetted as required by the annual Division of 
Revenue Act; 
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• All expenditure even if budgeted for , must be carefully considered to ascertain 
that the hard earned money of the public is not w'asted and the principle of value 
for money must prevail 

Outlook of 2012/J3 Budget 

The 2012/13 budget present a total spending plan of R3,5 biUion comprising 
R888,7milUon capital budget and R2,6 billion operating budget. This budget reflects 
Council’s response to the needs of the residents, ratepayers and the business community 
which it serves and the details of the multi-year budget are contained in Annexure A 
(MTREF 2012/2013 to 2014/2015) 

This item served before the PFC: Budget & Treasury on the 15 May 2012 and the 
following recommendations were made: 

RECOMMENDED: ACTION 


1 . That the multi-year annual budget of Capital and Operating 
expenditure for 2012/2013 and the indicated two outer years of 
2013/ 2014 and 2014/2015 be approved as set out in the following 
tables: 

Table A1 Budget Summary 
Table A2 Budget Financial Performance 
Table A3 Budget Financial Performance (Municipal Vote 
Table A4 Budget Financial Perfonnance by Revenue Source and 
Expenditure type 

Table A5 Budget Capital Expenditure by Vote 
Table A6 Budget Financial Posilion 
Table A7 Budget Cash Flows 
Tabic A8 Cash backed reserves/accumulated Surplus 
reconciliation 

Table A9 Asset Management 

Consolidated basic Service delivery measurement; 

2. That the proposed fees as envisaged in Annexure B for water 
supply, electricity, waste management and refuse removal in terms 
of Section 75(a) of the Municipal Systems Act be approved for 
implementation from 1 July 2012 as follows: 


Water 

Electricity 

Sewerage 

Refuse 


average increase 6.12% 
average increase 11.03% 
average increase 5.94% 
average increase 6.5% 
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3. That the proposed fees and rebates for Property rates as envisaged 
in Annexure BfPages 180 - 198) be considered in line with the 
Municipal Property Rates Act be approved for implementation 
from 1 July as follows: 

Property Rates average increase 5.06% 

4. That the proposed fees on Sundry charges as contained in 
Annexure B be approved for implementation in July 2012 as 
follows: 


Valuation Roll 7.69% 

Valuation Certificate 40% 

Electricity Reconnection 6% 

Tariffs in Directorate Public Safety 5% 

Sport Facilities and Cemeteries tariffs 5,5% 

Swimming Pool fees 1 0%; 


5. That cognizance be taken: 

5.1 of the draft budget together with related policies tabled in Council 

on March 2012, was subjected to Community participation 
through stakeholders and public meetings that took place in the 
wards; 

5.2 

Of the need for the relevant directorate to fast track spending on the 
capital budget; and 

5.3 

Of ESKOM approved tariff increase of 1 1 .03% to municipalities 
on electricity tariffs; 

6. That it be noted that provision of 7% for Salary increase to be 
implemented in July 2012; 

7. That Directorate prioritise the filling of critical vacancies to ensure 
efficient service delivery; 

8. Those directorates should monitor the revenue of their relevant 
directorate regularly, and should they find that the estimated 
revenue would not be realized, advise Budget and Treasury Office 
so that a budget adjustments report could be submitted timeously to 
Council for approval; 
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9. That capital expenditure to be financed from grants and other 
eternal mechanisms takes place after the funds have been secured 
and confirmed in writing and /or received; 

10. That the IDP document contained in the budget presentation as 
determined in terms of section 17(3)(d) of the MFMA be approved; 


11. Thai the following budget related policies with amendments be 
approved for implementation from July 2012; 


Annexure C - Credit Control and Debt Collection Policy 
(Pages 199 - 233) 

Annexure D - Budget Policy(Pages 234 - 249) 

Annexure E - Travelling and Subsistence Policy 
(Pages 250 - 263) 

Annexure F - Entertainmeut policy(Pages 264 - 268) 
Annexure G - Indigent Household Support Policy 
(Pages 269 - 276) 

Annexure H - Property Rates Policy(Fagcs 277 - 300) 
Annexure I - Tariff Policy(Pages 301-306) 

Annexure J - Accounting Poli€ies(Pagcs 307 • 328) 
Annexure K-Fixed Asset Management Policy 
(Pages 329 - 403) 

Annexure L - Supply Chain Management Policy 
(Pages 404 - 447) 

Annexure M - Borrowings Policy(Pages 448 - 453) 


12. That the unchanged Budget Related Policies be noted. 

Annexure N(Pages 454 - 466)- Cash & Investment Management 
Policy; 


13. That approved Medium Term Revenue and Expenditure Forecasts 
(MTREF) for the financial years 2012//2013 to 2013/15 be 
submitted National and Provincial Treasuries within 5 days; 


14. That the approved (MTREF) together with the tariffs be placed on 
the website. 
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ABBREVI- 

ACRONYMS 

ABBREVI- 

ACRONV'MS 

ATIONS 


ATIONS 


AMR 

Automated Meter Reading 

MTEF 

Medium-term Expenditure Framework 

ASGISA 

Accelerated and Shared Growlh 

MTREF 

Medium-term Revenue and Expenditure 
Framework 

BPC 

Budget Planning Committee 

NERSA 

National Electricity Regulator South Africa 

CBD 

Central Business District 

NGO 

Non-Government Organizations 

CFO 

Chief Financial Officer 

MCPIs 

National Key Performance Indicators 

MM 

Municipal Manager 

OHS 

Occupational Health and Safety 

CPI 

Consumer Price Index 

OP 

Operational Plan 

CRRF 

Capital Replacement Reserve Fund 

PBO 

Public Benefit Organizations 

DBSA 

Development Bank of South Africa 

PHC 

Provincial Health Care 

DORA 

Division of Revenue Act 

PMS 

Performance Management System 

DWA 

Department of Water Affairs 

PPE 

Property Plant and Equipment 

EE 

Employment Equity 

PPP 

Public Private Partnership 

EEDSM 

Energy Efficiency Demand Side Management 

PTIS 

Public Transport Infrastructure System 

EM 

Executive Mayor 

RG 

Restructuring Grant 

Regional Services Council 

FBS 

Free Basic Services 

RSC 

GAMAP 

Generally Accepted Municipal Accounting 

SALGA 

South African Local Government 


Practice 


Association 

GDP 

Gross Domestic Product 

SAPS 

South African Police Services 

CDS 

Rustenburg Growth and Domestic Strategy 

SDBIP 

Service Delivery Budget Implementation 

Plan 

GFS 

Government Financial Statistics 

SMME 

Small Micro and Medium Enterprises 

GRAP 

General Recognized Accounting Practice 

RLM 

Rustenburg Local Municipality 

HR 

Human Resources 



HSRC 

Human Science Research Council 



IDP 

Integrated Development Plan 



IT 

Information Technology 



Kt 

Kilolitre 



Km 

Kilometer 



KPA 

Key Performance Area 



KP] 

Key Performance Indicator 



kWh 

Kilowatt 



t 

Litre 



LED 

Local Economic Development 



MEC 

Member of Executive Council 


• 

MFMA 

Municipal Financial Management Act 


MIG 

Municipal Infi^tructure Grant 



MMC 

Member of Mayoral Council 



MPRA 

Municipal Property Rates Act 



MSA 

Municipal Systems Act 
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FINAL BUDGET 2012/2013 MEDIUM TERM INCOME AND EXPENDITURE 
FRAMEWORK: (MTREFL 

(Directorate: Budget and Treasury Office) 


1. EXECUTIVE SUMMARY 

3.1 Background 

The application of sound financial management principles for the compilation of the 
municipality’s financial plan is essential and critical to ensure that the municipality remains 
financially viable and that municipal services are provided sustainably, economically and 
equitably to all communities. 

The Municipality’s business and service delivery priorities were reviewed as part of this year’s 
planning and budget process. Where appropriate, funds were transferred from low- to high- 
priority programmes so as to maintain sound financial stewardship. A critical review was also 
undertaken of expenditures on noncore and “nice to have" items. 

The Municipality has embarked on implementing a range of revenue collection strategies to 
optimize the collection of debt owed by consumers. A service provider for debt collection was 
appointed to collect outstanding amounts. National Treasury’s MFMA Circular No. 48, 51, 54 
and 58 were used to guide the compilation of the 2012/13 MTREF. 

The main challenges experienced during the compilation of the 2012/13 MTREF can be 
summarised as follows: 

• The ongoing difficulties in the national and local economy;- 

• Aging and poorly maintained water, roads and electricity infrastructure; 

• The need to reprioritise projects and expenditure within the existing resource envelope given 
the cash flow realities and declining cash position of the municipality; 

• The increased cost of bulk water and electricity (due to tariff increases from Rand Water, 
Magalies water and Eskom), which is placing upward pressure on service tariffs to residents. 
Continuous high tariff increases are not sustainable ■ as there will be point where services will 
no-longer be affordable; 

• Wage increases for municipal staff, as well as the need to fill critical vacancies; 

The following budget principles and guidelines directly informed the compilation of the 
2012/13 MTREF; 

• The 2011/12 Adjustments Budget priorities and targets, as well as the base line allocations 
contained in that Adjustments Budget were adopted as the upper limits for the new baselines for 
the 2012/13 annual budget; 

• Intermediate service level standards were used to inform the measurable objectives, targets and 
backlog eradication goals; 

• Tariff and properly rate increases not exceeding inflation as measured by the CPI, except where 
there are price increases in the inputs of services that are beyond the control of the municipality, 
for instance the cost of bulk water and electricity. In addition, tariffs need to remain or move 
towards being cost reflective, and should take into account the need to address infrastructure 
backlogs; 
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♦ There will be no budget allocated to National and Provincial funded projects unless the 
necessary grants to the municipality are reflected in the National and Provincial budget and have 
been gazetted as required by the annual Division of Revenue Act; 

The following table is a consolidated overview of the proposed 2012/13 Medium-term Revenue 
and Expenditure Framework: 


Table 1 Consolidated Overview of the 2012/13 MTREF 


R thousand 

Adjusted 

Budget 

Budget Year 
20J2/J3 

Budget Year 
+1 2013/14 

Budget Year 
+2 2014/15 

Total OperatinR Revenue 

2,277,812 

2,685,773 

2,944,899 

3,203,411 

Total Operatinc Expenditure 

2,277,493 

2,587,146 

2,850,656 

3,195,544 

Deficit / Surplus for the year 

319 


94,243 

7,866 

Total Capital Expenditure 

528,576 

888.773 




Total operating revenue has grown by 15.19 (%) per cent or R407,9 million for the 2012/13 
financial year when compared to the 2011/12 Adjustments Budget. For the two outer years, 
operational revenue will increase by 8.80 and 8.07 (%) per cent respectively, equating to a total 
revenue growth of R5I7.6 million over the MTREF when compared to the 2012/13 financial 
year. Total operating expenditure for the 201 1/12 financial year has been appropriated at R2.587 
billion and translates into a budgeted surplus of R98,6 million. When compared to the 2012/13 
Adjustments Budget, operational expenditure has grown by 1 1 .97 per cent in the 2012/13 budget 
and by 9.24 and 10.79 (%) per cent for each of the respective outer years of the MTREF. The 
operating surplus for the 2012/13 financial year increases to R98,6 million. These surpluses will 
be used to fund capital expenditure and to further ensure cash backing of reserves and fiinds. 

The capita! budget of R888,7 million for 2012/13 is 40.53 (%) per cent more when compared to 
the 2011/12 Adjustment Budget. A substantial portion of the capital budget will be funded from 
grants over MTREF in each of the financial years of the MTREF. The balance will be funded 
from internally generated funds. 

1.4 Operating Revenue Framework 

For FILM to continue improving the quality of ser\'ices provided to its citizens it needs to 
generate the required revenue. In these tough economic times strong revenue management is 
fundamental to the financial sustainability of every municipality. The reality is that we are faced 
with development backlogs and poverty. The expenditure required to address these challenges 
will inevitably always exceed available funding; hence difficujf choices have to be made in 
relation to tariff increases and balancing expenditures against realistically anticipated revenues. 

The municipality’s revenue strateg)' is built around the following key components: 

• National Treasury’s guidelines and macroeconomic policy; 

• Growth in Rustenburg and continued economic development; 
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• Efficient revenue management, which aims to ensure a 95.9 (%) per cent annual collection rate 
for property rates and other key ser\'ice charges; 

• Electricity tariff increases as approved by the National Electricity Regulator of South Africa 
(NERSA); 

• Achievement of full cost recovery of specific user charges especially in relation to trading 
services; 

• Determining the tariff escalation rate by esiablishing/calculating the revenue requirement of 
each service; 

• The municipality’s Property Rates Policy approved in terms of the Municipal Property Rates 
Act, 2004 (Act 6 of 2004) (MPRA); 

• Increase ability to extend new services and recover costs; 

• The municipality’s Indigent Policy and rendering of free basic sen-'ices; and 

• Tariff policies of the municipality. 
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In line with the formats prescribed by the Municipal Budget and Reporting Regulations, capital 
transfers and contributions are excluded from the operating statement, as inclusion of these 
revenue sources would distort the calculation of the operating surplus/deficit. 

Revenue generated from rates and serx'ices charges forms a significant percentage of the revenue 
basket. Rales and service charge revenues comprise more than two thirds of the total revenue 
mix. In the 201 1/12 financial year, revenue from rates and services charges totaled R1.8 billion 
or 80.1 1 (%) per cent. This increases to R2 billion, R2.3 billion and R2.6 billion in the respective 
financial years of the MTREF. 

A notable trend is the increase in the total percentage revenue generated from rates and services 
charges which increases from 76 (%) per cent in 2012/13 to 82.49 per cent in 2014/15. This 
growlh can be mainly attributed to the increased share that the sale of electricity contributes to 
the total revenue mix, which in turn is due to rapid increases in the Eskom tariffs for bulk 
electricity. The above table excludes revenue foregone arising from discounts and rebates 
associated with the tariff policies of the Municipality. Revenue source of electricity is totaling to 
53.54 (%) per cent or R1 .4 billion. 

Water is the second largest revenue source totaling 10.98 (%) per cent or R294 million. The third 
largest revenue source is operational grants and it is 10.53 (%) per cent or R282,9 million and 
foilon'ed by proper!)' rates 6.68 (%) per cent or 1 79 million rand. . The fifth is gains on disposal 
of PPE. RLM intend to sell stands to community. The revenue generated from the sale of stands 
will be ring fenced to fund the bulk services. The revenue will be transferred to CRRF. The 
projected revenue is R1 19 million for 2012^013 and RlOO million for 2013/2014. 

The following table gives a breakdown of the various operating grants and subsidies allocated to 
the municipality over the medium term: 
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Tariff-setting is a pivotal and strategic part of the compilation of any budget. When rates, tariffs 
and other charges were revised, local economic conditions, input costs and the affordability of 
services were taken into account to ensure the financial sustainability. 

National Treasury continues to encourage municipalities to keep increases in rates, tariffs and 
other charges as low as possible. Excessive increases are likely to be counterproductive, resulting 
in higher levels of non-payment. 

The percentage increases of both Eskom, Magalies Water and Rand Water bulk tariffs are far 
beyond the mentioned inflation target at 13.5 (%) per cent . Given that these tariff increases are 
determined by external agencies, the impact they have on the municipality’s electricity and water 
and in these tariffs are largely outside the control of the municipality. Discounting the impact of 
these price increases in lower consumer tariffs w'ill erode the municipality’s future financial 
position and viability. 

It must also be appreciated that the consumer price index, as measured by CPI, is not a good 
measure of the cost increases of goods and services relevant to municipalities. The basket of 
goods and services utilised for the calculation of the CPI consist of items such as food, petrol and 
medical services, whereas the cost drivers of a municipality are informed by items such as the 
cost of remuneration, bulk purchases of electricity and water, petrol, diesel, chemicals, cement 
etc. The current challenge facing the Rustenburg Local Municipality is managing the gap 
between cost drivers and tariffs levied, as any shortfall must be made up by either operational 
efficiency gains or service level reductions. Within this framework the Rustenburg Local 
Municipality has undertaken the tariff setting process relating to service charges as follows. 


1.4.1 Property Rates 

Property rates cover the cost of the provision of general services. Determining the effective 
property rate tariff is therefore an integral part of the municipality’s budgeting process. 

1.4.2 Sale of Wafer and Impact of Tariff Increases 

The revision in the water tariff is necessities by the high demand of water in relation to the 
municipal aging water infrastructure, the cost of maintaining the water purification plants, water 
networks and the cost associated with the reticulation expansion: 

Water tariffs are structured to protect basic levels of service and ensure the provision of free 
water to the poorest of the poor (indigent); and are designed to encourage efficient and 
sustainable consumption. 

Rand Water has increased its bulk tariffs with 13.5 {%) per cent from 1 July 2012. Considering 
the Rand water and Magalies Water increases, the consumer tariff had to be increased by 5(%) 
per cent from any consumer who uses more than 26 kl, to offset the additional bulk purchase 
cost from 1 July 2012. 
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A summary of the proposed tariffs for households (residential) and non-residenlial are as 
follows: 

Tabic 5 Proposed Water 



AA 

RESIDENTIAL K0-121cl) 

7.8600 

8.88 

8.8818 

0.00 

0.00 

AA 

RESIDENTIAL 1(13 -25) 

9.0700 

10.25 

10.249 

I 

0.00 

0.00 

AA 




12.082 

0 

■ 


AA 

RESIDENTIAL 1(41 - 

60ki) 


12.20 


■ 

9.00 

AA 

RESIDENTIAL 1(61 kl +) 

11.6900 

13.21 

14.398 

6 

1.19 

9.00 

AB 

RESIDENTIAL 1 

7.8600 

8.88 

8.8818 

0.00 

0.00 

AB 

RESIDENTIAL 1 

9.0700 

10.25 

10.249 

1 

0.00 

0.00 

AB 

RESIDENTIAL 1 

9.9000 

11.19 

12.082 

0 

0.89 

8.00 

AB 

RESIDENTIAL I 

10.8000 

12.20 

13.302 

4 

1.10 

9.00 

AB 

RESIDENTIAL 1 

11.6900 

13.21 

14.398 

6 

1.19 

9.00 

BA 

RESIDENTIAL 2-4 



8.8818 

0.00 

0.00 

BA 

RESIDENTIAL 2-4 

9.0700 

10.25 

10.249 

1 

0.00 

0.00 

BA 

RESIDENTIAL 2-4 

9.9000 

11.19 

12.082 

0 

0.89 

8.00 
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RESIDENTIAL 2-4 


BA RESIDENTIAL 2^ 



10.8000 I 12 


11.6900 13.21 



CB BUSINESS 


DA INDUSTRIAL 


EA GOVERNMENT 


EB WATER SUPPLIER 


CHURCH 


EDUCATIONAL 


HA HIRING 


HB BOSPOORT 




9.7800 


9.7800 11.05 


9.7800 )).05 


9.7800 11.05 


9.7800 11.05 


9.7800 


9.7800 


9.7800 11.05 



9.7800 


lA 

AGRICULTURAL RES 1 I 

7.8600 

i 

lA 1 

AGRICULTURAL RES 1 I 

9.0700 

lA 

AGRICULTURAL RES 1 ' 

9.9000 



12.046 

0 0.99 


12.046 

0 0.99 


AGRICULTURAL RES 1 11.0900 13.21 



14.398 

G 1.19 
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IB 

AGRICULTURAL 

BUS/COMM 

9.7800 

11.05 


0.99 

9.00 

IC 

AGRICULTURAL 

INDUSTRIAL 


11.05 

12.046 

0 

0.99 

9.00 

JA 

MUNICIPAL 

9.7800 

11.05 

11.604 

0 

0.55' 

5.00 

RB 

REBATE WATER 

CONSUMPTION - 6kl 

0.0000 

0.00 


0.00 

0.00 

SP 

SPECIAL 

7.8600 

8.88 

9.6812 

0.80 

9.00 


1.4.3 Sale of Electricity and Impact of Tarlfl’ Increases 

NERSA has announced the revised bulk electricity pricing structure. A 13.5 (%) per cent 
increase in the Eskom bulk electricity tariff to municipalities will be effective from 1 July 2012. 
Considering the Eskom increases, the consumer tariff had to be increased by 1 1.03 (%) per cent 
to offset the additional bulk purchase cost from I July 2012. 

Furthermore, it should be noted that given the magnitude of the tariff increase, it is expected to 
depress growth in electricity consumption, which will have a negative impact on the 
municipality’s revenue from electricity. Registered indigents will again be granted 50 kWh per 
30-day period free of charge. 

It should further be noted that Rustenburg Local Municipality will use a stepped tariff structure 
to be Implemented from 1 July 2012. The effect thereof will be thM the higher the consumption, 
the higher the cost per kWh. The aim is to subsidise the lower consumption users (mostly the 
poor). 

The inadequate electricity bulk capacity and the impact on service delivery and development 
remains a challenge for the Rustenburg Local Municipality. The upgrading of the municipality’s 
electricity network has therefore become a strategic priority, especial)}' the substations and 
transmission lines. 

The approved budget for the Electrical department can only be utilised for certain committed 
upgrade projects and to strengthen critical infrastructure (e.g. substations without back-up 

supply). 

1.4.4 Sanitation and Impact of Tariff Increases 

There is a 5 (%) per cent increase for residential and business for sanitation from 1 July 2012 and 
there 9 (%) per cent increase for industrial, hotel and hospitals. This is based on the input cost 
assumptions related to water. 

• Sanitation charges are calculated according to the percentage water discharged as indicated in 
the table below; 
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The following table compares the current and proposed tariffs: 
Table 6 Comparison 



V 

RESIDENTIAL 1 

83.3400 

94.17 

98.8829 

4.71 

5.00 

k 

RESIDENTIAL 2-4 

83.3400 

94.17 

98.8829 

4.71 

5.00 


BUSINESS/COMMERCIAL 

83.3400 

94.17 

98.8829 

4.71 

5.00 

< 

PRIVATE HOTEL/BOARDING 

HOUSE 

83.3400 

94.17 

102.6499 

8.48 

9.00 


HOTEL INTERMS LIQUOR ACT 
1928 

83.3400 

94.17 

102.6499 

8.48 


) 

MOSPITAL/NURSING/MATERNITY 

83.3400 

94.17 

102.6499 

8.48 


• 

AMATEUR SPORT CLUB 

83.3400 

94.17 

102.6499 

8.48 

9.00 


INDUSTRIAL 

83.3400 

94.17 

102.6499 

8.48 

9.00 


CORRECTIONAL SERVICES 

83.3400 

94.17 

102.6499 

8.48 

9.00 


CHURCH 

83.3400 

94.17 

98.8829 

4.71 



CHURCH AND OTHER HALL 

83.3400 

94.17 

98.8829 

4.71 



DAY CARE SCHOOL 

83.3400 

94.17 

102.6499 

8.48 

9.00 

3 

HOSTEL/BOARDING SCHOOL 

83.3400 

94.17 

102.6499 

8.48 

9.00 ^ 


AGRICULTURAL 

83.3400 

94.17 

94.1742 




PUBLIC AMENITIES 

83.3400 

94.17 

98.8829 

4.71 

5.00 


BUILDING SITES 

83.3400 

94.17 

102.6499 

8.48 

9.00 


MONNAKATO 

83.3400 

94.17 

94.1742 


0.00 
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1.4.5 Waste Removal and Impact of Tariff Increases 
Currently solid waste removal is operating at a surplus. 

A five (5 %) per cent increase for residential in the waste removal tariff is proposed from 1 July 
2012. Higher increases will not be viable in 2012/13 owing to the significant increases 
implemented in previous financial years as well as the overall impact of higher than inflation 
increases of other services. Any increase higher than 6(%) per cent would be counter-productive 
and will result in affordability challenges for individual rates payers raising the risk associated 
with bad debt. 


The following table compares current and proposed amounts payable from 1 July 2012: 
Table 7 Comparison 


AA 

STD CONTAIlS'ER 1 X WEEK 
RES 1 

81.9300 

86.85 

91.1881 

4.34 

5.00 

BA 

STD CONTAINER 1 X WEEK 
RES 2-4 

81.9300 

86.85 

91.1881 

4.34 

5.00 

CA 

STD CONTAINER 2 X WEEK 
BUS/COM 

194.9300 

206.63 


14.46 

7.00 

CB 

BULK CONTAINER 1 X WEEK 
1.5m3 



IPPIII 

58.02 

5.00 

cc 

BULK CONTAINER ADD 
1.5m3 

953.4400 



50.53 

5.00 

CD 

BULK CONTAINER 1 X WEEK 
6m3 

4.364.6300 


4.857.8332 



CE 

BULK CONTAINER 

ADDITIONAL 6m3 




178.92 

5.00 

CF 

BULK CONTAINER 240L 

217.5300 



11.53 

5.00 

CG 

BU1.K CONTAINER ADD 240L 

179.3900 

190.15 



5.00 

CH 

BULK CONTAINER ADD 4m3 
SKIP 

374,3100 

396.77 



5.00 


BULK CONTAINER ADD 6m3 
SKIP 

423.7500 

449.18 

471.6338 

22.46 

5.00 

CJ 

RENT BULK CONTAINER 
240L 

48.0300 

50.91 

53.4574 

2.55 

5.00 

CK 

RENT BULK CONTAINER 4m3 
SKIP 

423.7500 

449.18 

471.6338 

22.46 

5.00 


RENT BULK CONTAINER 6m3 
SKIP 

480.2500 

509.07 

534.5183 

25.45 

5.00 

19 

RENTAL BULK CONTAINER 
1.5m3 

120.0600 

i 27.26 

133.6268 

6.36 

5.00 

sn 

INDUSTRIAL 

93.2300 

98.82 

105.7415 

6.92 


EA 

GOVERNMENT 

81.9300 

86.85 

91.1881 

4.34 


FA 

CHURCH 

81.9300 

86.85 

91.1881 

4.34 

5.00 
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GA 

EDUCATIONAL 

81.9300 

86.85 

91.1881 

4.34 

5.00 

HA 

MINING 

81.9300 

86.85 

92.9250 

6.08 

7.00 

lA 

AGRICULTURAL 

l,10i;7500 

1,167.86 

1,226.2478 

58.39 

5.00 

JA 

MUNICIPAL 

81.9300 

86.85 

91.1881 

4.34 

5.00 

KA 

SPECIAL 

649.7500 

688.74 

736.9465 

48.21 

7.00 

KD 

CARCASS REMOVAL 

186.4500 

197.64 

207.5189 

9.88 

5.00 

MA 

MARIKANA RESIDENTIAL 

81.9300 

86.85 


4.34 

5.00 

MC 

MARJKANA BUSINESS 

194.9300 

206.63 

221.0896 

14.46 

7.00 ^ 


DISPOSAL FEE per SOOkg 



60.0000 




MONNAKATO RESIDENTIAL 

81.9300 

86.85 

91.1881 

4.34 

5.00 


Purchase of wheclbin 2401ilre 



500.0000 




Purchase of wheeibin 7701itre 



3,000.0000 




Purchase of wheelbin llOOlitre 







Rental of wheelbin 770 Hire 



100.0000 




Rental of wheelbin llOOlitre 



127.0000 




Rental of waste Depot Training 
Hall 



750.0000 











SPECIAL 




4.34 

5.00 


1.5.6 Overall impact of tariff increases on households 

The following table shows the overall expected impact of the tariff increases on a large and small 
household, as well as an indigent household receiving free basic services. 

Note that in all instances the overall impact of the tariff increases on household’s bills has been 
kept at 5.3 per cent. 
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Tabic 8 MBRK Table SA14 - Household bills 
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487.71 690.63 816.27 909.05 

sub-total 909.05 909.05 (18.9%) 737.44 777.08 818.38 

VAT on 64.58 98.40 95.41 107.08 14.0% 

Services 107.08 107.08 82.67 87.19 91.90 
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The following table is a high level summary of the 2012/13 budget and MTREF (classified per main type of operating expenditure): 


Tabic 9 Summary of operating expenditure by standard classification item 
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The budgeted allocation for employee related costs for the 2012/13 financial year totals R403 
million, which equals 15.60 (%) per cent of the total operating expenditure. Based on the three 
year collective SALGBC agreement, salary increases have been factored into this budget at a 
percentage increase of 7 (%) per cent for the 2012/13 financial year. In order to prioritise filling 
of critical positions an additional 8 and 3 (%) per cent is provided for filling managerial positions 
and the growth of the city in line with service delivery imperatives. An annual increase of 5.78 
and 5.84 (%) per cent has been included in the two outer years of the MTREF. 

As part of the municipality’s cost reprioritization and cash management strategy vacancies have 
been significantly rationalized downwards. There is an inclusion of R50 million in the 2012/13 
and the two outer years relating to critical and strategically important vacancies. When the R50 
million of filling of vacancy is excluded there is a standard increase of 7 per cent for 2012/13 
MTREF. Circular 58 of MFMA recommended an increase of 5% based on CPI. RLM has made a 
provision of 5% of CPI plus 2 (%) per cent. It should be noted that the total financial implication 
could not be determined because an agreement between SALGBC and unions with regard to the 
salary increase is not reached yet. 

The cost associated with the remuneration of councilors is determined by the Minister of Co- 
operative Governance and Traditional Affairs in accordance with the Remuneration of Public 
Office Bearers Act, 1998 (Act 20 of 1998). The most recent proclamation in this regard has been 
taken into account in compiling the Rustenburg local Municipality’s budget. 

The provision of debt impairment was determined based on an annual collection rate of 95, 9 
per cent and the Debt Write-off Policy of Rustenburg local municipality. While this expenditure 
is considered to be a non-cash flow item, it informed the total cost associated with rendering the 
services of the municipality, as well as the municipality’s realistically anticipated revenues. 

Provision for depreciation and asset impairment has been informed by the Municipality’s 
Asset Management Policy. Depreciation is widely considered a proxy for the measurement of the 
rate asset consumption. Budget appropriations in this regard total R108 million for the 2012/13 
financial and equates to 4.2 (%) per cent of the total operating expenditure. Note that the 
implementation of GRAP 17 accounting standard has meant bringing a range of assets 
previously not included in the assets register onto the register. 

Finance charges consist primarily of the repayment of interest on long-term borrowing (cost of 
capital). Finance charges make up 0.46 per cent (R1 1 million) of operating expenditure. 

Bulk purchases are directly informed by the purchase of electricity from Eskom and water from 
Rand Water and Magalies water. The annual price increases have been factored into the budget 
appropriations and directly inform the revenue provisions. The expenditures include distribution 
losses. Budget appropriations in this regard total Rl,4 billion for the 2012/13 financial and it is 
an increase of 13,88 per cent per year. There is an increase of 13,5 percent for Eskom, Rand 
water and Magalies respectively. The electricity purchase for Xstrata is sold at cost price and it 
doesn’t generate revenue. RLM is buying electricity at 13.5 per cent from Eskom and it will sell 
it at 13.5 per cent to Xstrata. 
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Other materials comprise of amongst others the materials for maintenance. In line with the 
Municipality’s repairs and maintenance plan this group of expenditure has been prioritised to 
ensure sustainability of the RLM infrastructure. For 2012/13 the appropriation against this group 
of expenditure has grown by 46.77 per cent (R127.8 million) and is at 5.6 and 10 (%) for the 
outer years. 

Contracted services have been identified as a cost saving area for the Ruslenburg local 
Municipality. As part of the compilation of the 2012/13 MTREF this group of expenditure was 
critically evaluated and operational efficiencies were enforced. In the 2012/13 budget year, this 
group of expenditure totals R141 million. For the two outer years has decreased to 2.7 and 3.4 
(%) per cent. 

Other expenditure comprises of various line items relating to the daily operations of the 
municipality. This group of expenditure has also been identified as an area in which savings and 
efficiencies can be achieved. There is a decrease of 8,9 (%) percent as compared to adjusted 
budget. Grovnh has been curbed at 4 (®/o) per cent for 2014/2015 financial year, indicating that 
significant cost savings have been already realised. On the general expenses description, there is 
a provision of R20 million for Africa cup of nations for soccer. 

The following table gives a breakdown of the main expenditure categories for the 2012/13 
financial year. 

Table 10 


■ Employee related costs 

■ Remuneration of councillors 

12 

■ Debt Impairment 
39 

■ Depreciation & asset impairment 

■ Hnance charges 

0.46 

■ Bulk purchases 
s Other materials 

c Contracted services 
■Transfers and grants 

■ Other expenditure 

9 Loss on disposal of PPE 
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Figure 1 Main operational expenditure categories for the 2012/13 financial year 
1.5.1 Prloritj' given to repairs and maintenance 

Aligned lo the priority being given to preserving and maintaining the RLM’s current 
infrastructure, the 2012/13 budget and MTREF provide for extensive growth in the area of asset 
maintenance, as informed by the asset renewal strategy and repairs and maintenance plan of the 
municipality. In terms of the Municipal Budget and Reporting Regulations, operational repairs 
and maintenance is not considered a direct expenditure driver but an outcome of certain other 
expenditures, such as remuneration, purchases of materials and contracted services. 

Considering these cost drivers, the following table is a consolid^ion of all the expenditures 
associated with repairs and maintenance: 
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For the 2012/13 financial year, 75.95 per cent or R97 million of total repairs and maintenance will be spent on infrastructure assets. 
Electricity infrastructure has received a significant proportion of this allocation totalling 31 per cent (R30 million), followed by road 
infrastructure at 25.4 per cent (R24.6 million), water at 24.28 per cent (R23.5 million) and sanitation at 13.46 per cent (R13 million). 
Community assets have been allocated R1 1, 5 million of total repairs and maintenance equating to 0.09 per COTt 






























































1.5.2 Free Basic Services: Basic Social Services Package 

The social package assists households that are poor or face other circumstances that limit their 
ability to pay for services. To receive these free services the households are required to register 
in terms of the RLM Indigent Policy. The cost of the social package of the registered indigent 
households is largely financed by National government through the local government equitable 
share received in terms of the annual Division of Revenue Act. 

1.6 Capital expenditure 

The following table provides a breakdown of budgeted capital expenditure by vote: 

Table 13 2012/13 Medium»term capital budget per vote 


Vote Description 


R thousand 


2012/13 Medium Term Revenue & Expenditure 
Framework 



% 

Budge 
t Year 
2012/1 

3 

% 

Budge 
t Year 

+1 

2013/1 

4 

% 

Budget 
Year +2 
2014/15 

% 

192,824 

36.48 

332,42 

3 

37.40 

331,34 

8 

42.33 

599,826 

58.83 

186,965 

35.37 

330,47 

9 

37.18 

330,82 

6 

42.26 

599,314 

58.78 

5,338 

1.01 

256 

0.03 

- 

- 

- 

- 

520 

0.10 

1,688 

0.19 

522 

0.07 

512 

0.05 

22325 

4.22 

14,134 

1.59 

12,035 

1.54 

14,042 

1.38 

i,95I 

0.37 

4,074 

0.46 

3,340 

0.43 

3,424 

0.34 

- 

- 

1,650 

0.19 

1,300 

0.17 

1,550 

0.15 

20,373 

3.85 

8,070 

0.91 

7,395 

0.94 

9,068 

0.89 

- 

- 

340 

0.04 

- 


- 

- 

- 

- 

- 

- 

- 

- 

- 

- 

142,975 

27.05 

202,43 

9 

22.78 

145,98 

8 

18.65 

183,481 

18.00 

3,706 

0.70 

39,115 

4.40 

17,588 

2.25 

23,281 

2.28 


Capital Expenditure 
- Standard 

Governance and 
administration 

Executive and 
council 

Budget and 

treasury office 
Corporate 
services 

Community and 

public safety 

Community and 
social services 

Sport and 

recreation 

Public safety 

Housing 

Healtli 

Economic and 

environmental 
services 

Planning and 

development 

Road transport 
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139,269 

26.35 

163,12 

18.35 

128,20 

16.38 

160,000 

15.69 




A 


0 




Environmental 









protection 

— 

- 

200 

0.02 

200 

0.03 

200 

0.02 




323,36 


232,26 




Trading services 

145,650 

27.56 

7 

36.38 

7 

29.67 

194,065 

19.04 




124,45 






Electricity 

63,706 

12.05 

7 

14.00 

61,370 

7.84 

44,594 

4.37 

Water 

24,262 

4.59 

52,920 

5.95 

62,750 

8.02 

41,323 

4.05 

Waste water 



106,70 






management 

24,548 

4.64 

0 

12.01 

41,000 

5.24 

76,000 

7.45 

Waste 





• 




management 

33,134 

6.27 

39,290 

4.42 

67,147 

8.58 

32,148 

3.15 

Other 

24,803 

4.69 

16,409 

1.85 

61,120 

7.81 

28,100 

2.76 

Total Capital 

Expenditure 


100.0 

888,77 

100.0 

782,75 

100.0 

1,019,51 

100.0 

Standard 

528,576 

0 

3 

0 

8 

0 

4 

0 


For 2012/13 more than R323 million has been appropriated for the development of infrastructure 
which represents 36.38 (%) per cent of the total capital budget. In the outer years this amount 
totals R232.2 million, 29.67(%) per cent and R194 million, 19.04 (%) per cent respectively for 
each of the financial years. Office of the executive and council received the highest allocation of 
R330.4 million mainly because of PTSl grant received for the project of Rustenburg Rapid 
transport. Transport and roads receives the second highest allocation of R163 million in 2012A3 
which equates to 1 8.35 (%) per cent followed by electricity infrastructure at 14 (%) per cent, and 
then waste water at 12.01 (%)perceni. 

Total new assets represent 94.01 (%) per cent or R835,52 million of the total capital budget 
while asset renewal equates to 5.99 (%) per cent or R53.2 million. Some of the salient projects to 
be undertaken over the medium-term includes, amongst others: 

• Rustenburg Rapid Transport - R300.1 million; 

• Installation of pre-paid meters - R24,5 miilion 

• Land acquisition - R27.6 million; 

•Flea market: CBD - R6 million; 

•Construction of booster pumpstation - R6 million; 

• Bokamoso water reticulation — R 7 million; 

• Installation of yard connection Rustenburg x 26 — R2 million; 

• Installation of sewer reticulation - R57 million: 

• Backlog eradication of storm water drainage and roads - R1 05. 1 million; 

•Construction of waterfall landfill side - R20 million; and 

• Extension of CCTV monitoring unit — R3.5 million. 
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Furthermore Table SA36 contains a detail breakdown of the capital budget per project over the 
medium-term. The following graph provides a breakdown of the capital budget to be spent on 
infrastructure related projects over the MTREF. 
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12008/9 Audited Outcome 


1 2009/10 Audited Outcome 


1 2010/11 Audited Outcome 


1 2010/11 Adjusted Budget 


■ 2012/13 Medium Term Revenue & 
Expenditure Framework Budget 

■' year2D12/a3 

■ 2012/13 MediumTerm Revenue & 
Expenditure Framework Budget 
Year+l 2013/14 

a 2012/13 MediumTerm Revenue & 
Expenditure Framework Budget 
Year +2 2014/15 


The following is the list of unspent funds that must be carried over. The roll over’s are only for 
Capital Replacement Reserve. It is recommended that Council must approve the carry over’s of 
CRR. The total amount of carry over’s for CRR is R34 million. All the conditional grant that 
will be unspent at year end must be applied to National Treasrury to be rolled over. The 
conditional grants will be carried over once the letter of approval is received from National 
Treasury. 
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Description 


Upgrading of power (actor coirecSon equipment 


Electricity connections - Rustenburg areas 


Aifconditioners 


CAT 930 Front end Laoder • Waste 
Water Tanker - Water Services 
2 X Sedans - Infrastructure & Housing 
1400 Bakkie for Prepaid Section - Electrical 
2 X Tipper Trucks - Roads & Stormwater 
Replacement of 3 Cabstars • Roads & 
Stormwater 

Sealing of new roads 


Seraleng - Upgrading of roads and stormwater 


Upgrading of outfall sewer lines 


Office furniture 


Rehabilitation of water reticulation 


Water pipe • cnr klopper and boven 

2 X Cabstars - Sewer Reticulation 
New Water Tanker - Water Services 
2 X Roll on Roll off Trucks • Waste 
Replacement of side tipper • Waste 


Partitioning of offices 


Modernisation of lifts - MphenI House 


Upgrading of Kremetart 


TOTAL 


Carry Over 


1400 000 

5000 000 

1 355 000 
1 642 465 
13 330 
425 000 
200000 
1 200 000 
423 285 

1 233 665 
3000 000 
1 669 297 
1 000 000 
3490509 

4 500000 
420000 
1 310000 
4 000000 
316000 

833 331 
782 298 
135 063 
34349 243 


1.7 Annual Budget Tables - Parent Municipality 

The following eighteen pages present the ten main budget tables as required in terms of section 8 
of the Municipal Budget and Reporting Regulations. These tables set out the municipality’s 
2012/13 budget and MTREF as approved by the Council. Each table is accompanied by 
explanatory notes on the facing page. 
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Explanatory notes to MBRR Table A1 - Budget Summarj’ 

1. Table A1 is a budget summary and provides a concise overview of the municipality's 
budget from all of the major financial perspectives (operating, capital expenditure, 
financial position, cash flow, and MFMA funding compliance). 

2. The table provides an overview of the amounts approved by Council for operating 
performance, resources deployed to capital expenditure, financial position, cash and 
funding compliance, as well as the municipality’s commitment to eliminating basic 
service delivery backlogs. 

3. Financial management reforms emphasises the importance of the municipal budget being 
funded. This requires the simultaneous assessment of the Financial Performance, 
Financial Position and Cash Flow Budgets, along with the Capital Budget. 

The Budget Summary provides the key information in this regard: 

a. The operating surplus/deficit (after Total Expenditure) is positive over the MTREF 

b. Capital expenditure is balanced by capital funding sources, of which 

i. Transfers recognised is reflected on the Financial Performance Budget; 

ii. Borrowing is incorporated in the net cash from financing on the Cash Flow Budget 

iii. Internally generated funds is financed from a combination of the current operating 
surplus and accumulated cash-backed surpluses from previous years. The amount is 
Incoiporaled in the Net cash from investing on the Cash Flow Budget. The fact that the 
municipality’s cash flow remains positive, and is improving indicates that the necessary 
cash resources are available to fund the Capital Budget. 

4. The Cash backing/surplus reconciliation shows that in previous financial years the 
municipality was not paying much attention to managing this aspect of its finances. 
Consequently Council has taken a deliberate decision to ensure adequate cash-backing 
for all material obligations in accordance with the recently adopted Budget Policy. But 
over the MTREF there is progressive improvement in the level of cash-backing of 
obligations. It is anticipated that the goal of having all obligations cash-back will be 
achieved by 2012/13, when a small surplus is reflected. 

5. Even though the Council is placing great emphasis on securing the financial sustainability 
of the municipality, this is not being done at the e.xpense of services to the poor. The 
section of Free Services shows that the amount spent on Free Basic Services and the 
revenue cost of free services provided by the municipality continues to increase. In 
addition, the municipality continues to make progress in addressing service delivery 
backlogs. It is anticipated that by 2013/14 the water backlog will have been very nearly 
eliminated. 
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Standard Classification 

Table 15 MBl^^ Tabic A2 - Budgeted Financial Performance (revenue and expenditure by standard classification) 


2012/13 Medium Term Revenue & 
Expenditure Framework 
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Total Expenditure - 

Standard 1,514,753 1,761,556 2,192,764 2,242,663 2,277,493 2,277,493 2,587,146 2,850,656 3,195,545 

Surplus/(Dcficit) for 

the year 158,306 | 156,788 (166,401) 3,726 319 | 319 1 98,627 | 94,243 | 7,866 



















Expianator>' notes to MBRR Table A2 • Budgeted Financial Performance (revenue and 
expenditure by standard classification) 

1. Table A2 is a view of the budgeted financial performance in relation to revenue and 
expenditure per standard classification. The modified GFS standard classification divides 
the municipal services into 15 functional areas. Municipal revenue, operating expenditure 
and capital expenditure are then classified in terms if each of tliese functional areas which 
enables the National Treasury’ to compile “whole of government" reports. 

2. Note that as a general principle the revenues for the Trading Services should exceed their 
expenditures. The table highlights that this is the case for Electricity, Water and Waste 
water and Waste management functions. 

3. Other functions that show a deficit between revenue and expenditure are being financed 
from rales revenues and other revenue sources. 
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Table 16 MBRR Table A3 - Budgeted Financial Performance (revenue and expenditure by municipal vote) 
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Expenditui'c bv Vote 1o be 
appropriated 

Vote 1 - EXECUTIVE 
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Explanatory notes to MBRR Table A3 - Budgeted Financial Performance (revenue and expenditure by municipal vote) 

I . Table A3 is a view of the budgeted financial performance in relation to the revenue and expenditure per municipal vole. This tabic 
facilitates the view of the budgeted operating performance in relation to the organisational structure of the municipality. This means it 
is possible to present the operating surplus or deficit of a vote. 

Tlie following table is an analysis of the surplus or deficit for the trading services. 


i 

I 

II 



Waste water 

management - Revenue 54,726,940 69,401,309 88,909,171 100,559,491 1 06,798,330 117,881,906 129,807,793 
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renewal, refurbishment and tlie development of new asset infrastructure. 













































Budgeted Financial Performance (revenue and expenditure) 
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investments 71,884 41,765 40,000 33,334 40,000 40,000 40,000 75,322 79,088 93,042 

Interest earned - 

outstandingdebtors 64,807 70,945 100,187 63,490 70,016 70,016 70,016 88,598 84,332 82,284 

Dividends 
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Debt impairment 180,600 232,829 383,523 155,000 125,000 125,000 125,000 61,782 67,251 

Deprecialion & 
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1. Total revenue is R2.6 billion in 2012/13 and escalates to R2.9 billion by 2013/14. 

2. Revenue to be generated from property rates is Rl 79 million in the 2012/13 financial year and 
increases to R218 million by 2014/15. 

3. Services charges relating to electricity, water, sanitation and refuse removal constitutes the 
biggest component of the revenue basket of RLM totaling R1.8 billion for the 2012/13 financial 
year. 

4. Transfers recognised - operating includes the local government equitable share and other 
operating grants from national and provincial government 


Expenditure by major 
2,5E+09 1 


2E+09 


1.5E+09 


lE-109 i 


500000000 







1 2008/9 Audited Outcome 


1 2009/10 Audited Outcome 


1 2010/11 Audited Outcome 


1 2011/2012 Adjusted Budget 


■ 2012/13 MediumTerm Revenue & 
Expenditure Framework Budget 
Year 2012/13 

■ 2012/13 Medium Term Revenue & 
Expenditure Framework Budget 
Year+1 2013/14 

■ 2012/13 Medium Term Revenue & 
Expenditure Framework Budget 
Year +2 2014/15 


6. Bulk purchases have significantly increased over the 2008/09 to 2014/15 period escalating 
from R478 million to Rl,4 billion. These increases can be attributed to the substantial increase in 
the cost of bulk electricity from Eskom and water from Rand Water and Magalies water. 


7. Employee related costs and bulk purchases are the main cost drivers within the municipality 
and alternative operational gains and efficiencies will have to be identified to lessen the impact 
of wage and bulk tariff increases in future years. 
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Explanatory notes to Tabic A 5 - Budgeted Capital Expenditure by vote, standard classification and funding source 
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1. Table A5 is a breakdown of the capital programme in relation to capital expenditure by 
municipal vote (multi-year and single-year appropriations); capital expenditure by 
standard classification; and the funding sources necessary to fund the capital budget, 
including information on capital transfers from national and provincial departments. 

2. The MFMA provides that a municipality may approve multi-year or single-year capital 
budget appropriations. 

3. Single-year capital expenditure has been appropriated at R839 million for the 2012/13 
financial year and remains relatively constant over the MTREF at levels of R783 million 
and R1 billion respectively for the two outer years. 

4. Unlike multi-year capital appropriations, single-year appropriations relate to expenditure 
that will be incuired in the specific budget year such as the procurement of vehicles and 
specialized tools and equipment. The budget appropriations for the two outer years are 
indicative allocations based on the departmental business plans as informed by the TDP 
and will be reviewed on an annual basis to assess the relevance of the expenditure in 
relation to the strategic objectives and service delivery imperatives of Rustenburg Local 
Municipality. For the purpose of funding assessment of the MTREF, these appropriations 
have been included but no commitments will be incurred against single-year 
appropriations for the two outer-years. 

5. The capital programme is funded from national and provincial grants and transfers, 
public contributions and donations and internally generated funds from current year 
surpluses. For 2012/13, capital transfers totals R520 million (58,59 per cent) and 
escalates to R832 billion by 2014/15 (81.59 per cent) with internally generated funding 
totaling R367 million, R103,5 million and R76 million for each of the respective 
financial years of the MTREF. The two outer years will be funded from Borrowings. 
RLM intent to borrow R131,5 million and R1 1 1 million to fund trading capital projects. 
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Table 20 MBRR Table A6 - Budgeted Financial Position 
Explanatory notes to Table A6 - Budgeted Financial Position 
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Rovislons 3^47 3J48 32TO 4014 4014 4014 4014 3 475 3J83 3904 

Total current liabilities 348979 414S26 427809 420089 312S13 312513 312S13 363845 38S846 409201 
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Tilis format of presenting the statement of financial position is aligned to GRAPl, which is generally aligned to the international 
version which presents Assets less Liabilities as “accounting” Community Wealth. The order of items within each group illustrates 
items in order of liquidity; i.e. assets readily converted to cash, or liabilities immediately required to be met from cash, appear first. 
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. Table SA3 provides a detailed analysis of the major components of a number of items, including: 
Call investments deposits; 

‘ Consumer debtors; 

Property, plant and equipment; 
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